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Olive: Reporting to Clients

Though in a sense it’s the consultant’s showcase, the
final report to the client cannot stand by itself. It must
grow and develop out of the assignment itself. So, ac
tually, all phases of the consulting engagement are
part of —
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No one can quarrel with attempts
to make reports either more attrac
tive or more interesting. Yet over
emphasis on the form of a single
document may lead a consultant to
overlook one vital point: The final
report is an integral part of the
total consulting engagement. It can
not—and should not have to—stand
completely alone.
Reports are not just “given.” They
are developed throughout the en
gagement. The ideal report, there-
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An engagement is divided into four phases: Defining what is to be done, analyzing the problem —

fore, is more of an anticlimax than
a climax. We may be old-fashioned,
but we feel that there should be
no real surprises in the finished
product. The ground work for the
basic conclusions should be laid in
the field work stages of the engage
ment, and general agreement on
the principal points of the final re
port should be achieved long be
fore the time comes for the final re
port session.

Phases of engagement
Thus, it is impossible to discuss
the preparation and presentation of
the report apart from the consult
ing engagement as a whole. We
divide an engagement into four
phases: (1) defining the engage
ment, (2) analyzing the problem,
(3) identifying courses of action,

and (4) reporting and making rec
ommendations.
Defining the problem, with at
least a certain amount of help from
the client, is almost the most im
portant phase of the engagement.
Once we have reached an agree
ment with the client on the scope
of the problem, we are, we feel,
perhaps fifty per cent along the
way. At this point, we hope, we
have at least drawn a frame around
the problem, and we probably have
constructed a work program that
gives our staff a place to start. This
makes it possible to estimate the
time budget for the engagement
and a probable cost range for the
total job.
Analysis of the problem is, of
course, the heart of the field work.
It involves the gathering of facts
relating to the work being studied

and the further refinement of the
problem definition already agreed
upon with the client.
Courses of action flow naturally
out of the field work. Often they
are worked out in our office rather
than on the firing line with the
client.
The fourth phase of the engage
ment, the report and recommenda
tions, similarly can be divided into
four parts. Some of them overlap
with the other three phases of the
job. The four parts of the reporting
phase are
follows:

Reporting stages
1. The engagement letter tells
the client what we are going to do,
what we will expect from client
personnel, and about what it will
cost. Obviously, this step goes back

... identifying and mapping proposed courses of action, and, finally, reporting and making recommendations.
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In one case the president eliminated one-third of the assignment before it had even begun.

to the first phase of the engage
ment, defining the problem.
2. The report preparation is in
separable from the second and
third phases of the engagement.
The analysis of the problem and
the courses of action to be recom
mended are worked out during the
fact finding study as well as back
in the relative quiet of our office.
3. The formal presentation of the
report will be discussed later.
4. The follow-up in many cases
may be more important than the
report itself. It is a crucial factor
determining whether the client
actually gets his money’s worth
from the time our staff has spent on
his problem.

Case example
Let us cover these four aspects
of the reporting function from the
point of view of an engagement
that we are now completing with a
certain degree of success—we hope
—as measured by client satisfaction.
A certain amount of background in
formation may be helpful. Client X
is a consolidated group of compa
nies engaged in the machine tool
business. The various segments of
the business have varying degrees
of profitability.
An “extra compensation” program
for executives has been in effect
since the early 1950’s, a time when
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the business consisted only of the
present parent company. The size
of the executive group covered by
the plan has ranged from the initial
group of a few individuals with
overall profit-making responsibility
a relatively large group of fif
teen to twenty. Some of those in
this latter group have specific re
sponsibility for an operating func
tion; some have certain overall
functions in addition; and some are
part only of what we would call
top management.

Engagement letter
We were approached by the
treasurer of the company with a rel
atively simple question: Were we
interested in reviewing the execu
tive compensation plan and pre
senting our criticisms and recom
mendations? Of course, we were.
We asked the treasurer if he
would be willing to put down in
writing what he thought the prob
lems might be and his view of the
scope of our assignment. Often we
are faced with a client who does
not know what his problem is or
who has a fixed idea that the prob
lem is such and such when actually
this may be far from the truth. In
this case, however, we were lucky.
The treasurer was sufficiently so
phisticated and had given sufficient
thought to the subject to be able

come up with a fairly comprehen
sive list of what he thought the
problems were in his company.
This led to the first step in the
report sequence. We prepared an
engagement letter. With his com
ments the treasurer had included a
copy of the present executive com
pensation plan. Using this and his
statement of the problems as he
saw them, we prepared a letter set
ting forth the scope of our engage
ment, presenting our preliminary
review of the compensation plan,
and providing brief comments on
the problems
he saw them.
What happened? Having spent
several days composing the engage
ment letter, we arrived at the cli
ent’s office, sat down with the treas
urer and the president, and then
had roughly one-third of our as
signment eliminated by the presi
dent. He felt that certain portions
of the plan should be outside the
scope of our study; their solution
should be left to the compensation
committee. This was all right with
us, but we reserved the right to in
clude comments on “his one-third”
in our report.

Report preparation
The actual preparation of the re
port was, of course, preceded by
certain field work or fact finding.
This assignment was unusual in
Management Services
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that most Management
of the work was
doneA in
our own office. It involved the mak
ing of certain assumptions about
the economic climate in which the
company would be operating for
the next three years. These includ
ed assumptions to long-term debt
be added, net income of the
consolidated enterprise before taxes
and before the computation of the
bonus pool, and policies relating to
preferred and common stock as
well as dividend policy. Because
the business was growing and be
cause we thought that certain profit
and loss factors were not subject to
close approximation, we adopted a
range of assumptions. In our pre
Beware management that abandons the problem for a prolonged trip.
liminary report, which we promi
nently labeled “Draft Number
One,” we compared the effects
our proposed plan with those of the
that a certain amount of give and
tion of the final report may be a
existing plan throughout the range
take—and certainly participation by
relatively minor incident in the en
of assumptions.
management—is a necessary ingred
gagement. Its form varies. It prob
Three separate conferences fol
ient of any successful engagement.
ably can best be described by dis
lowed, each several weeks apart
We have been and will continue to
cussing the answers to some basic
and each preceded by an updating
be wary of the management that
questions about reporting proce
of the previous draft of the prelim
says, “You solve the problem. I’m
dures once included in a survey by
inary report. The outcome was mu
leaving for the West Coast and
the American Institute of CPAs.
tual agreement by our firm and the
will be back a week from Friday.”
These questions are as follows:
principal executives involved as to
1. Who in our
presents the
In no sense do we feel that we are
the main elements and conclusions
giving
up
our
independence
by
en
reports
to
clients?
that would comprise the so-called
2. Are the reports written, oral,
couraging the participation of com
“final report.”
or
a combination of both?
pany
executives
in
the
effort
to
As I have emphasized before, we
solve
the
problem.
In
the
last
analy
3.
Are the reports in narrative
strive to have no real surprises in
form?
Are visual aids used?
sis they must make the decision
our final report. Some, I suppose,
4.
How
do we persuade the cli
whether or not to accept our rec
might accuse us of being self-serv
ents to accept and implement our
ommendations.
ing by thus catering to manage
recommendations?
As a result, the formal presenta
ment’s wishes. We feel, however,

Several questions must be resolved before the report is drafted.
July-August, 1965
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Visual aids are often used when the audience numbers more than four.

5. How do we justify the fee if
faced with client resistance as a re
sult of the content of the report or
the size of the fee?
Who presents the report depends
on the circumstances. Normally
one of the management services

partners is acquainted with the en
gagement — has been present at the
preliminary conferences and has
aided in preparing the engagement
letter, in planning the fact finding
work, and in reaching the conclu

sions to be presented in the final
report. He may or may not have at
tended the later conferences that
have led to the report. If he consid
ers that he has been close enough
the engagement, he will present
the report; if not, the senior in
charge will do so.

Form
The report is nearly always writ
ten. In our practice exceptions are

The final report must cover thoroughly all phases of the engagement.
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normally found only in the “contin
uing engagement” type of service
where we are, for example, render
ing quarterly service in the evalua
tion of a budgeting or financing
system.
Many of our engagements are in
the field of budgetary control and
financing. Therefore we almost al
ways apply the rule that we state
the bases of the assumptions made
in the report. The assumptions may
be wholly management’s, principal
ly those of the independent con
sultant, or a joint product of the
CPA and the client. We feel it is
important to identify the sources of
the assumptions and thus to disas
sociate ourselves from any blue-sky
projections on the part of manage
ment that might later reflect dis
credit on
If a client insisted on
assumptions that we felt were clear
ly unwarranted, we would probably
find it necessary to withdraw from
the engagement.
The reports are usually in narra
tive form. They almost always in
clude either an outline at the be
ginning or an index at the end and
a complete list of schedules and
exhibits.
Ordinarily, as my previous dis
cussion has indicated, we make one
or more oral presentations as part
of the reporting process. These
presentations may be informal or
elaborate, depending on the situa
tion. If more than three or four cli
ent executives are present, we are
likely to make the presentation rel
atively formal and to supplement
our remarks with visual aids high
lighting the most important points
of the report.
Many businessmen grasp ideas
more readily in chart or graph form
than in words. Visual aids are par
ticularly useful for an audience of
production or sales executives. We
do not hesitate to use plenty of
figures, even if there are few or no
financial executives in the group.
For a nonfinancial audience, how
ever, we are more likely to round
the figures. We consider highly
rounded figures to be a form of vis
ual aid.
No matter how much information
Management Services
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The report should be a frame of reference within which all necessary proce
dural changes can be made without throwing the whole system out of kilter.

we convey orally or through visual
aids, we still try to make sure that
all information is also available in
the written report. We are not
afraid of duplication. It is the writ
ten report, after all, that we leave
with the client, and we believe that
it should tell a complete story and
be capable of standing on its own
feet after we leave the client’s of
fice.

Implementation
If we have been able to enlist
the management participation out
lined previously, the job of per
suading the client to accept and
implement our recommendations
has already been done. We are not
always successful in our efforts, of
course. I recently recommended to
a long-time client a course of ac
tion that I believe is necessary to
save the family business. The rec
ommendation was either to attempt
to find a buyer for the business or
to move into less expensive quar
ters and cut overhead costs drasti
cally to
the present sales volume.
Management has not gone along
fully with these proposals for a
number of reasons. Admittedly,
they are somewhat drastic — and,

for us, risk the loss of a client if the
company is merged into a larger
one. But, whatever the conse
quences for us or for individual ex
ecutives, we believe the client has
every right to expect our best judg
ment on a problem.

Fee justification
The final question — justification
of fee —should have been answered,
at least in broad outline, at the
time of the preliminary conference
and the proposal letter. If not, we
have a problem that is analogous to
that of a bad job of estimating in
connection with the original audit
of a new client.
We try to avoid such problems
by breaking the job down into seg
ments at the beginning, issuing
progress reports, and following
them up with interim billings. This
technique is used for relatively
large engagements, and the client
is assured that he can turn off the
tap, if he wants to, at any of the
predetermined progress points.
Ordinarily, we have found, fee
dissatisfaction arises
a result
our misestimating the time and
skills required for the assignment
or a lack of meeting of the minds
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on the scope of our assignment.
With practice, over a period of
time, we have become a little bet
ter at not getting too far out on a
limb in either of these cases.
And, finally, we stress the im
portance of the final report because
it is, in capsule form, the entire
history of the engagement, what
was done, why it was done, how
it was done. It is in no sense a pro
cedures manual, but it is a guide
which can make the procedures
manual meaningful. By the same
token, it is a frame of reference
within which minor necessary
changes in procedure can be made
without throwing the entire system
out of kilter. If it is presented in a
form which can be understood and
followed by all members of top
management, the danger of any one
department’s or division’s panicking
the moment anything goes wrong
and abandoning the entire system
is minimized.
The final report is thus a written
personification of your firm in the
client’s office and a form of insur
ance against your work’s and your
plan’s being ignored, misinterpret
ed, or misapplied. And that is the
best form of insurance for good
and continuing client relations.
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